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Preliminary Statement 


James D. Hanlon, Costas Naslas, and Paul Katritsis 


appeal from judgments of conviction entered on July 26, 


1976 after trial before the Honorable Milton J. Pollack and 


a jurr 


A. The Indictment 


Indictment 75 Cr. 515 was filed on May 30, 1975. It con- 
tained 127 counts and charged ten defendants with various 
violations of the federal mail, wire, and bank fraud stat- 
utes. 18 U.S.C. 1341, 1343, and 1014. Eight separate con- 
spiracies also were alleged. 18 U.S.C. 371. 

The essence of the 127 counts was that certain of the 


defendants on various occasions obtained millions of dollars 


9 
“ 


of bank loans by means of false and fraudulent representa- 
tions as to the value of the collateral and, in some instances, 
as to the purpose of the loans. 

The loans all were ship loans. The alleged misrepresen- 
tations were either ac to the purchase price of the ship, the 
value and even the existence of the ship’s charter, or the 
identity of the loan recipient. 


B. The Information 

Information 75 Cr. 1176 was filed on December 14, 1975. 
It charged the payment and receipt of bribe monies to and 
by the three men who comprised the Ship Loan Department 
of the National Bank of North America (*“NBNA”). Of 
the three appellants, only Naslas was named as a defendant 


or conspirator he Information. 


C. The Issue at Tria: 


Fraud and bribery were conceded. The only issue 
whether the appellants knowingly participated in 


assisted those crimes. 


D. The Defendants Not on Trial 


Harry Amanatides, a Greek-American, was the founder 
of Tidal Marine International, Ine. (“Tidal”), a shipping 
company which was the beneficiary of all the loans. Ama- 
natides was in Greece at the time of the indictment and 
trial. 

lon Livas, an English citizen, was Amanatides’ principal 
cohort and in November 1971 became Tidal’s chairman. 
Livas was last known to be in London. 

Michael Blonsky, a. English citizen, worked with Ama- 
natides and Livas in London. His whereabouts are un- 
known. 

Gregory Spartalis, Joseph Metzger, and John Shevlin 
eomprised the Ship Loan Department at NBNA. Spartalis 


is in Greece and has not been tried Metzger was tried in 


March 1976. He was convicted of misappropriation and 


acquitted of bribery. Shevlin pleaded guilty to one count 
of misappropriation and one count of bribery. He testified 
thereafter as a prosecution witness in this trial and in 
Metzger’s and received a suspended sentence. 

Mark Scufalos, a Greek citizen, was a cohort of Amana- 
tides in Greece. Scufalos pleaded guilty to two false state 
ment counts. He testified thereafter as a prosecution 
witness and received a suspended sentence, 

Michael Panayotopoulos purchased two ships from Tidal 
in December 1971 and February 1972. He pleaded guilty 
tu one count of making a false statement and received a 


fine of $1,500. He did not testily asa prosecution witness, 


E. The Defendants on Trial 


James D. Hanlon is an attorney who has practiced 
admiralty law since 1958. Hanlon met Amanatides in 1961] 
and became one of several outside counsel to Tidal in 1959. 
His principal work was in connection with Tidal’s ship 
financing. Until Tidal collapsed in 1972, Hanlon spent 
some 95° of his protess onal time on Tidal matters. 

Costas Naslas emigrated from Greece to the United 
States in 1956. Te met and became a friend of Amanatides 
in 1957, and joined Tidal in 1969, a year after it was or- 


ranized., 


Paul Katritsis is Amanatides’ nephew. Deserted by his 


father in 1950, when Katritsis was an infant, Katritsis and 
his mother lived with Amanatides in New York until Kat 
ritsis was eleven. In Jannary 1972. Katritsis began to 


work on a full-time basis for his uncle at Tidal. 


Statement of Facts 
The evidenee of fraud was so intricate and complex as 
to defy its simple telling. It was established by sufficient 
and undisputed proof of fraud both from within and with 
out major hanks. Whether the banks in fact were fooled 


may remain a question. But thete is no question that false 
“ey . 


collateral was present (to secure ship loans and that mas- 
sive internal corruption existed at the Nationa! Bank of 
North Ca. 

The enly contested issue was whether the defendants on 
trial knew of the fraud and bribery, and kno lv partici- 
pated therein We believe the que stion of knowledge was 
extremely close, so much so that we ill 
evidence was legally insufficient on 


which were tried 


ment of the evidence wil 


A. hip Loans 


Banks lend mortg: 
As collateral, the 


the vessel 


168 and its demise in 1972, 
known he fastest 
he world. A publie com 


pany, its stock traded into the high teens (A. 541, 1508). 


The acquisition of this flect followed an ordinary pattern. 


Tidal would find a ship for sale and finance its purchase. 
Appraisals were sometimes re quired, Collateral was always 
required. The bank always received a first mortgage on the 
vessel and an assignment of the charter h (A, 265). 


The fraud ¢ d was in two forms. There was undis- 


puted evidence that a ship’s purchase price was sometimes 


misrepresented, and that charters were presented as col- 
lateral which either were fictitious in that they did not exist, 
or were false in that their actual term, c.g., three years, was 


falsely represented to be longer, @.7., ive years { A, Oa) 


We believe the prosecution will concede that ever fictitious 


or false charter was prepared in Tidal’s London office under 
the direction of Livas, Amanatides, and Blonsky. 

The fictitious charters simply were printed, typed, and 
signed. The false charters were falsified by xerox. The 
true charter was xeroxed in masked out form. False longer 
terms of charter then were typed and the “new” charter was 
again xeroxed. Authentic corporate stamps were xeroxed 
from the genuine charter, appended to the “new” raised 
xerox copy, and the cha.ter was signed and xeroxed again. 
The result was a xerox copy of a charter which had been 
raised in term, appropriately stamped, and signed with a 
fictitious name (A, 544). 

The banks accepted these falsified xerox copies as p: oof 
of what they contained. Insofar as appears, no bank ever 
asked to inspect an original charter, and no unindicted 
banker ever caught on. The hanks were represented by 
counsel at every closing. These lawvers reviewed the docu- 
ments and inspected the xerox charters. None found or 
ever suspected fraud (A. 290-91). 

The second form of fraud was less imaginative. By mid 
1971. Tidal owed NBNA more than $10 million. NBNA 
decided not t tend further credit. Tidal nonetheless 
financed additional ships at NBNA 
Mark Seufalos pose as a borrowe1 


three oceasions (A. 270, 294-95). 


C. Bribery 


The evidence ‘ ihery was simple. 
vieted banker, said that in November 
offered to pay , and She 


in return for their cooperation in approving 


financings. Shev! said that he and Metzge1 


| 


total of $45,000 of the $70,000 promised to each. There 
were four payments of $10,000 each and one of $5,000, 
According to Shevlin, the first was received from Amans 
tides at the bank on December 24, 1971. The second was 


received from Amanatides in his office in early January 
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received from 
late Januar 197 The fourth wa 
in the lobby of Tidal’s offic 
The fifth was ree 
445). Over $400,000 
through Swi 


imple, the verdiet 


on December 24, 
late February, 
and ls \ 72. Naslas was cl red substantivel 
connection i : e payment 
Jannary, lat 
5). He was 
and late Jat 
the late Febru: 
What 
no ment 


ment 


alleged 


i 


amount 


January 6, 1972 (early Janu 


(late January), respectively. 


and in amount with Shevlin’s 
yas precisely th ‘omeldence 
ution ar ed a iT g¢ Naslas’ guilt (A. 


argument was premised upon two other facts, 


vas marked in its corner as representing money 


vessel Aquario. But the Aquario 
uid, as Naslas admitted, monies 


sts, including 


lin and Metzger. He received the phot graphs in late 


D. Evidence of Fraud 


llion, Marii'oa, Harilion, and Kyrilion (Count 
10—Hanlon) 


NBNA and 


fact, th 


wired NBNA from London 
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that two of the vessels were chartered to Mitsui Line and 
Port Line/Blue Funnel Line, respectively. Both were 
well-known shipping companies (A. 1455). 

The loans closed in late January and February 1971. The 
bank received assignments from Tidal of charter hire from 
Mitsui Lines, Port Line/Blue Funnel Line, Japan Line, 
Ltd., another well-known carrier, and Unimar Seetransport 
GMBH, apparently the same company which Hanlon had 
formed three months earlier at Blonsky’s request (A. 1351- 
52). In fact, there were no such charters (A. 645-53). 

Subsequently, in August 1971, again at Blonsky’s request, 
Hanlon organized two Tidal subsidiaries named Port Line/ 
Blue Funnel Line of London, Ltd., and Mitsui-O.S.IX. Lines 
K.I<. of Tokyo, Ltd. (A. 1389-90). 


2. Trechon (Counts 18 and 22—Hanlon) 


John Sheneman, a former deputy attorney general of the 
United States, was Hanlon’s friend and law partner. 
Sheneman was told by one Captain Huerta that a ship, the 
Petrolasa, was for sale at a distress price of $3.5 million. 
Sheneman told Hanlon, who offered the ship to Tidal 
(A. 750-52). 

Purchase of the Petrolasa, renamed Trechon, was 
financed at Bank of America, London. Busiard, the loan 


officer, testified he dealt only with Livas and Amanatides. 


Bustard said a line of credit was opened for Tidal which 
limited loans on any one ship to 75°¢ of purchase price or 
appraisal value, whichever was lower (A. 193). He said 
the Trechon was appraised at $6.6 million. He said Amana- 
tides or Livas told him the purchase price was $5.5 million, 
The Bank loaned $4 million (A. 194). 

Hanlon. Sheneman, and Huerta received $750,000 as a 
finder’s fee, That amount was openly transferred from the 
loan proceeds to Kowloon Tankers, Ltd., a foreign corpc “a- 
tion formed and owned by Hanlon. Ilanlon transferred 
$325,000 to Sheneman, who swore it was a finder’s fee, and 


$150,000 to Captain Huerta (A. 777). The government con- 
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ceded the payments to Sheneman and Huerta were bona 
fide finders’ fees (A. 1699), 

The loan was disbursed to Tidal before its credit agree- 
ment with the banks was finalized. That agreement was 
negotiated and drafted in London. Hanlon was in New 
York and did not participate. In January 1971, a month 
after the loan closed, Hanlon received a draft of the agree- 
ment for review. The draft contained the loan limitation 
of no more than 75% of purchase price or appraised value, 
whichever was lower (A. 1472, 1617). 


3. Six Ships (Count 36—Hanlon) 


In March 1971 Amanatides agreed to purchase twelve 
ships owned by Scufalos’ company, Union Commercial 
Steamship Co., a Greek entity. By July, the purchase of 
six of the ships remained unfinanced. Amanatides told 
Scarfalos in London to go to New York and tell Metzger, 
the NBNA loan officer, that Scufalos wanted a loan on the 
six ships to buy out his (Scufalos’) partners. Metzger 
agreed to the loan. The loan fact sheet named Seufalos as 
the borrower. The purported purpose of this sham was 
to evade the bank’s decision to limit Tidal’s credit to its 
current amount outstanding (A. 310-11). 


Hanlon attended the closing and acted as attorney-in- 


fact for the six Tidal subsidiaries which obtained the 
loan. There was no evidence that Hanlon knew of the 
Seufalos sham or any of its surrounding facts. Seufalos, 
a prosecution witness, swore he had not told Hanlon. The 
bank’s attorney, Tublin, never told Hanlon that the bank 
thought Seufalos was the borrower. Indeed, Bachman, the 
senior bank officer who testified to Tidal’s credit restriction, 
swore he never toid Hanlon of the purported credit restric- 
tion, much less of the Seufalos sham (A. 289). 

Nor was there any circumstantial evidence that Hanlon 
knew of the Seufalos sham. Fach of the six borrowing 
corporations was a Tidal subsidiary formed by Hanlon and 
bearing names of stars, as was Hanlon’s habit with Tidal. 


The officers of these subsidiaries all were persons whom 
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Hanlon knew to be associated with Tidal, including Katrit- 
sis, who was not charged in this count, and Katritsis’ 
mother, who was Amanatides’ sister (A. 1386). 

The conspiracy charged in this count was to violate 18 
U.S.C. 1014, which prohibits false statements to banks in 
loan applications. The only false statement alleged was 
that “Mark Scufalos was seeking a loan to acquire the inter- 
ests of his partners in six vessels” (A. 42-43). 


4. Tekton and Tropis (Counts 51, 56, 57, 58, 
and 59—Hanlon, Naslas, Katritsis) 


In February 1971 Amanatides purchased the Tekton and 


Tropis from Karageorgis, a Greek shipowner. The pur- 


chases were financed at Bank of America, London. At that 


> Tankers, Ltd. for 


time both vessels were chartered to Bi] 
a period of three vears, each. Hanlon was at the closi 

The vessels were refinanced at NBNA in December 1971. 
Prior to the closing, in London, Amanatides, Livas, and 
Blonsky falsely raised the term of the genuine BP charters 
from three to five years. Copies of the raised charters 
were mailed to NBNA as evidence of collateral (A. 479-80). 

At the closing, Katritsis signed the assignments of char- 
ter hire on each ship. He also signed a form Equalization 
Tax letter for each ship, attached to the back of which was 
a form which stated that Union Commercial Shipping Co. 
owned Aries Navigational Corp. (“Aries”) and Pisces Nayi- 
gational Corp. (“Pisces”), the borrowing corporations. The 
stockbooks of Aries and Pisces however, which had been in 
Haulon’s office since 1970, contained a September 15, 1970 
receipt evidencing delivery of 500 shares of each corpora- 
tion to Galaxy Steamship Corp., a Tidal subsidiary. The 
receipt was signed by Anna Diaz, Hanlon’s secretary. 

On December 30, Naslas signed a power of attorney on 
behalf of Aries authorizing the registration of the Tropis 
in Panama. 

Count 51 charged conspiracy to make false statements to 
the bank in connection with the Tekton and Tropis re- 


financing. Katritsis is charged with false statements in 
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signing the assignments of the charter hire on the vessels, 
and in signing the Equalization Tax letter with its attach- 
ment representin» that Union Commercial Shipping Co. 
owned Aries and Pisces, the borrowers. Hanlon is charged 
with falsely representing that Union Commercial Shipping 
Co. owned Aries and Pisces. We do not know or under- 
stand the charge against Naslas, although he is named as a 
defendant-conspirator. 

Counts 56 and 57, which were substantive, charged 
KCatritsis and Ilanlon with the same misrepresentations as 
to the ownership of Aries and Pisces. 

Counts 5S and 59, which also were substantive, charged 
Katritsis with the same false statements in signing both the 


assignments of charter hire. 


5. Aris (Counts 62 and 63—WNaslas) 


In November 1971, Michael Panayotopoulos agreed to 
purchase two ships from Tidal. The Aris was finaneed by 
Panayotopoulos at NBNA on December 29, 1971. fiv 
year charter from Wintershall A.G. of Kassel, Germany, 
was presented as collateral. In fact the five-year tern 
false. A genuine Wintershall charter existed on the 
hut its actual three year term had been raised falsely to 
five years by Amanatides, Livas, and Blonsky in London, 

In November 1971, Naslas signed as a witness to Amana- 
ides’ signature on the genuine three year Wintershall char- 
ter. His witness signature appears on the sixth page of 


that charter. The term of the charter appears on the first 


page of the charter, and does not appear on the sixth page 
(A, 


In connection with the subsequent sale of the Aris to 


Panayotopoulos, Naslas signed a nine page contract which 
on its third page represented that the Wintershall charter 
was for five years. Count 62 charged Naslas as a con- 
spirator hased upon his exeeution of this eontract con- 
taining this false term. Count 63, which was substantive, 


charged Naslas with a false statement for the same reason. 
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6. Tachys (Counts 65 and 66—Hanlon, Naslas, 
and Katritsis) 


Amanatides also sold the Tachys to Panayotopoulos, who 
financed the purchase at NBNA on February 4, 1972. The 
Tachys was one of the vessels purchased from Narageorgis 
in February 1971. It then was operating under a three year 


charter to BP Tankers. Amanatides transferred that 


charter to another vessel however and, when the Tachys 


was sold to Panayotopoulos, the Tachys was unchartered 
(A. 535). 

To remedy this “slight” defect, Amanatides, Livas, and 
Blonsky, in London, through xerography, transformed the 
original three year BP charter into a false five year BP 
charter. Their art had improved to the point where their 
final product even ivr7luded a facsimile of the genuine BP 
corporate stamp. The false charter was mailed to New 
York (A, 841-48). 

Katritsis was an authorized officer of Spartan Endeavor, 

Company in which Panayotopoulos took title to the 
Iie signed the Tachys charter for Spartan 
(A. 1318). George Axiotakis, another Tidal employe, was 
Spartan’s secretary upon incorporation. As is usual, 
Axiotakis resigned shortly after the closing. NBNA there- 
after discovered it had failed to obtain a secretary’s certifi- 
eat. to the charter’s validity. It delivered a baek-dated 
certificate to Katritsis who took it to Axiotakis for exeeu- 
tion. Axiotakis asked Katritsis if it were w right to sign 
a back-dated certificate. Katritis replied: “It is okay, the 
lawyers know about it, you can go ahead and sign it.” 
Axiotakis, a prosecution witness, said he then jokingly 
asked Katritsis whether there was anything wrong with the 
charter. Katritsis replied: “Come on George, stop fooling 
around and sign it” (A. 9561). 
Naslas signed a closing document which recited the exist- 
vear charter with BP (A. 1222). 
Hanlon wrote a letter to the bank’s counsel 1 which he 


stated that Spartan Endeavor, the borrowing company, had 
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done no business other than to enter into a charter with 
BP Tankers (A. 1402). 

About a month after closing, the bank had not received 
any charter hire on the Tachys. Martin, its lawyer, in- 
quired of Naslas who checked with London and reported 
that the Tachys was in port for repairs. Martin checked 
with BP and found there was no five year charter on the 


Tachys. He told Shevlin, the corrupt loan officer. but he 


did not tell anyone else involved 1 the loan including 


Hanlon, Naslas, or Katritsis (A. 525-26, 056-58). 

Count 65 charged conspiracy to violate 18 U.S.C. 1014 
by representing that the Tachys was under charter for five 
vears to BP (A. 75-77). 

Count 66, a substantive count, charged Ilanlon, Naslas, 
and Katritsis with the above statements about the five ar 


charter (A. 78). 


7. Tagma (Counts 75 and 76—Hanlon, Naslas) 

The Tagma was financed by NBNA me 1972 
London. The purchaser was Epidayros 
pany which purportedly was owned by Scufalos. 
testified that he did not own Epidavros, that he was acting 
at Amanatides’ request, and that his position as nomine 
was asham. Scufalos said he did this to give Tidal money 
to pay its debts to Seufalos. Seufalos said he never told 
Hanlon or Naslas of the sham (A. 350-51). 

Hanlon represented Epidavros on the loan in New York. 
He wrote a letter to Tublin, the bank’s New York lawyer 
on this loan, which promised Seufalos’ guarantee. The 
letter also said Seufalos owned Epidavros (A. 1406). 

Naslas, with Seufalos’ authority, signed an Equalization 
Tax letter, attached to the hack of which was a form stating 
that Enidavros was owned by Senfalos (A. 1285). 

Hanlon’s bill on the Tagma closing was sent to Tidal. 
Hanlon delivered the papers from the New York closing to 
Naslas at Tidal in New York (A. 1515). 


Count 75 charged that F.nlon knew Scufalos did not own 
Epidavros and that his letter to Tublin, the bank’s counsel, 
was false. 

Count 76 charged that Naslas knew Scufalos did not own 
Iipidavros and that Naslas’ iqualization Tax letter, with 
a | 


a contrary representation attached, was false. 


8. Aquario (Counts 67 and 68—Hanlon) 


In the spring of 197i Huerta succeeded in ovtaining on 


favorable terms a 33-month charter from Shell Oil Con 


pany of Venezuela. He contacted Sheneman in an attempt 


i 


to find a vessel to perform under the charter. Sheneman 
told Hanlon, who in turn told Amanatides (A, 1408). 


Amanatides, in London, purchased a Norwegiairvessel in 


the name of Brent Shipping Co. for $795,000 and 
mediately resold it to Southeast Tanker Co. for $1.5 mill 
Southeast was owned 50% by Livas and Aimanatides, 20 
by Hanion’s company, Kow!oon, 20° by Sheneman’s com- 
pany, West Shore Tankers, and 10° by Iluerta. Hanlon 
filed the two bills of sale in New York on July 16, 1971 
(A. 1413-15). 

Purchase of the vessel was financed by Amanatides and 
Livas at Bank of America, London. Southeast Tankers 
was the borrower. The purchase price was represented as 
$1.3 million. A loan of $780,000 was obtained (A. 1412). 
No crime was charged in connection with this transaction. 

The Aquario was refinanced by NBNA on February 11. 
1972. Amanatides, Livas, and Blonsky raised the term 
of the genuine charter from 33 months to 42 months. 
Livas mailed Hanlon a copy of the raised charter, with 
a president's certificate attached on top (A. 1420). Hanlon, 
who knew the true term of the Aquario’s charter had 
heen 23 months, delivered the raised charter to NBNA., 
Hanlon denied reading the raised charter. In hotly dis- 
puted testimony, the bank’s lawyer, Flemming, said Hanlon 
verbally advised that the charter was 42 months, the false 


term. 


E. The Sentences 


The thre: men were con icted on all counts @) one 
count of bribery. On July 26, 1976, Hanlon was enced 
to five years in jail. Naslas was sentenced to thrce years, 
with all but six months suspended. Katritsis was sentenced 


to two years, with all but four months suspended. 


POINT I 


There was insufficient evidence to convict on 
various of the fraud and false statement counts. The 
evidence of knowledge was thin even where perhaps 
sufficier.t on the other counts. Utmost care therefore 
was required on the issue of knowledge, which was 
the only disputed issue. 


We have stated the evidence on the fraud and false state- 
ment counts as precisely and es flatly as we can. We 
have not dealt with inference, pio or con. We believe 

idenee was insufficient on various counts on 


the issue of knowledge, even stating the prosecution’s 


inferences ¢ we shall. We believe also that the evi- 


where arguably 


the prosecu 


he concurrent sentences ; e, our point 
counts should have been dismissed, that 


doct rit 


required 
both bv the 


A. Katritsis 


+ 


The eounts against Katritsis all should have been dis- 


missed. There was really no evidence that Katritsis knew 
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that any of the documents he signed weie false. 
acted always at Amanatides’ direction and, 
tides literally had raised him from infaney, 


every reason to rely on Amanatides. 


id not work full-time at Vids n January 


ves of criminal conduct on 


! 
‘ } ; 
Vital mS CACCULIOI 


- of documents which contained representations 


which were false in fact. The documents in question were: 


(a) The assignments of the charter hire on the Tekton 
and Tropis. The claim was that Katrit 
ters were false as to their term and that 


the assignments constituted a false statement 


OS, and 59), 


(b) The Exjualization Tax letters l Tekton and 


Tropis. There was no false stati n the | s the 


iil 
1 


selves, but an attachment said that ion Commercial 
Shipping Co. owned Aries and Pisces, the borrowing cor- 
porations. The claim was that Katritsis’ signature 

letter also constituted the making of 


the attachment (Counts 5 


The charter on thi 
London from a three to 


signed by Katritsis in 


state 
Fifth Cireui 
been directed des the admitted 


ant of a false statement. Judge Pollack nself ay 
to have a substantial problem with Katritsis’ motion t 
these counts (A. 1147-1152). 
The prosecution relied on certain ¢1 
dence. Jovee Walker, Amanatides’ secretary in New York, 


characterized Katritsis as Amanatides’ “confidant”, for 


miss all 


whatever that meant. She also testified tha i heard 


Katritsis and Amanatides speaking in Greek one evening, 


905.10). 


\manatides at 


aid (A. 1190-91). 


ly in the 


< worth- 
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rhere was little if any evidence of Naslas’ knowledge on 
the false statement counts. 
against Naslas was bas 


ments involved 


(a) 
Naslas as 
the Tropis 


papers with 


requirement 
loan proceec 
no statements res} 


ship of Aries and 


th ~ pow? r’ ol i ri Wil | ne arose i a ) ed 
against Nasls the Tekton and Tro; is loan, C t 51 
hould hav lissed, 


especialiy since there was no 


sufficient evid [ his membership in the conspiracy 


‘ontrac 


nich cont 


ained a 


1 to Wintershall A.G 


chartered to Wintershal 
The ‘ 


the zenuine charter, must have known that 
charter was for three years and not for five 
\ represented the contract of sale to Pana- 
votopoulos which Nasla 
(A. 1595). 

The inference lit he inferene 
that a lawver who not { tner’ rnature to an 
affidavit is aware 

The inference is unt 


not appear on the 


i 1 ‘ inter ‘ ead 


he argument was that Naslas could 


‘the Aris charter” he wis ssed unless 


laum really demonstrates how far the 


eontract 
nst Nasla 


snould have been dismis 


(dj) A F 
Marine to NBNA wl 


charter was 


a finding 


conner Nn 
tained no false 
a torm which 


borrow1n 


Hanlon 


pis, and Tachy 


wher thy twelve 


attended most of 

when he rece 

renamed Trechon 
but it 

30 closings 

And Ilanlon, a 


ceorgis and S« 
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used for any purpose at all. Finally, even if an inference 
of knowledge were permissib: irom these ] { infer- 
ence only arose six months after the | ud proved 
nothing about what Hanlon knew wh: the fictitious 
charters were presented to the NBNA in .anuary 1971. 
Knowledge after the fact does not make cut the crime 
charged. 


(b) No conduct was proved on Hanlon’s part to sup- 
port a claim of knowledge on Counts IS and 22 involving 
the Trechon. The only false statement alleged was that 
Tidal had purchased the vessel for $5.5 million. Hanlon 
knew that Tidal instead had paid some $3.3 million. But 


Bustard, the loan officer, said Livas and Amanatides made 


the false statement, and that he had very minimal acquaint- 


ance with Hanlon (A, 210-12). Hanlon was in New York 
when the misrepresentation was made. There was pro eyi- 
dence anyon. told him of the misrepresentation. 

The prosecution argued that Hanlon, a month after the 
loan closed, received a draft of a proposed eredit agree- 
ment which recited the bank’s policy of limiting ship loans 
to 75% of purchase price or appraised vaiue, whichever was 
iower. Since the bank’s $4 million loan violated this limita- 
tion, the true purchase price being $3,385,000, the prose- 
ention said Hanlon must therefore have known that the 
purchase price had been misrepresented. The inference 


Nor all Hanlon might have known, the 


dees not follow. 
bank could have made an excepicion to its poiiey based upon 
the ship’s real value, which was appraised at $6.6 million 
(A. 913). Further, Hanlon received the draft credit 
agreement a month after the loan closed. And the credit 
agreement was not final in any event. There was no hasis 
for the infer »ce that Hanlon knew of the misrepresenta- 
tion at the ‘it was made. And certainly knowledge a 
month after the loan closed is not evidence that Hanlon 
caused the inisrepresentation or was party to a scheme to 


make it. Counts 18 and 22 should have been dismissed. 
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(c) There likewise was no evidence that Hanlon knew of 
the only false statement alleged in Count 56, namely, that 
the August 1971 loan on six ships purportedly was to 
Seufalo:; to allow Seufalos to buy out his partners 
(A. 42-43). Even Scufalos, a prosecution witness who 
later received a suspended sentence, swore he never told 
Hanlon of the sham. The prosecution virtually admitted 
the absence of evidence of knowledge since its only argu- 
ment was that Hanlon must have known of the Scufalos 
sham because Amanatides must have told him, because if 
Aimanatides did not tell him, then Hanlon might have let the 
eat out of the bag by telling someone that Tidal, not Seufa- 
los, was the borrower. The argument is so attenuated and 
speculative as to defy an answer. It is guesswork in a 


criminal case. Count 36 should have been dismissed. 


(da) On February 7, 1971, Hanlon represented in a letter 
to Panayotopoulos that Spartan Endeavor, the purchaser, 
?had entered inte a charter with BP Tankers. The prosecu- 
tors argued that ‘fanlon had attended the original closing on 
the Tachys when Tidal purchased the vessel from Kara- 


georgis in April 1971. Since the Tachys’ charter at that 


fry +1 


time was for three years, the prosecution argued that 
Hanlon must have known that the Tachys’ charter still was 
for three years when, a year later, the Tachys was sold to 
Panayotopoulos. This inference is too attenuated to stand. 
Moreover, while Hanlon admitted knowing the term of the 
charter when Tidal purchased the Tachys a year before, 
Hanlon also knew that BP had extended other charters 
from three to five years on the Ionie King and Tonic Queen, 
a fact which we believe the presecution will not dispute 
(A. 1526). The fact that Hanmion once knew the term 


of the Tachys’ original charter does not support the infer- 


ence of subsequent guilty knowledge in the circumstances. 
: 


Counts 65 and 66, which concerned the Tachys, should have 


been dismissed. 


(e) On June 3, 1972, Hanlon wrote Tublin, the bank’s 
attorney on the Tagma loan, that Scufalos’ guarantee 


would be forthcoming and that Scufalos was “the sole 
shareholder” of Epidavros, the borrowing corporation 
(A. 1406). Subsequently, on June 15, 1976, tlanlon was 
present at a pre-closing at which Naslas signed an quati- 
zation Tax letter which said Seufalos owned Epidavros (A. 
663). Sceufalos testified he did not own Epidavros, but was 
acting as a nominee for Amanatides and Tidal. Scufalos 
also said he never told Hanlon (A. 328). 

Again there was no direct evidence of knowledge on Han- 


lon’s part. Hanlon however did bill Tidal for services on 


the Tagma loan, and sent the New York closing papers to 


Naslas at 'Tidal’s offices in New York. The prosecution 
argued that guilty knowledge could be inferred from this 
conduct. A jury issue probably was raised, but the evi- 


dence hardly was overwhelming. 


(f) We concede the sufficiency of the evidence against 
Hanlon to raise a jury question on the Aquario transaction. 
Hanlon knew the time charter was for 33 months, he 
received a vupy of the false 42 month charter . or delivery 
to the bank, and Flemming said Hanlon told him the char- 
ter was for 42 months, testimony which, if believed, could 
sustain the conviction on the Aquario. But there was a 
jury issue even with the Aquario. Hanlon denied the Flem- 
ming conversation and Flemming himself had not told of 
it when he was examined on the issue in an oral deposition 
where Flemming was a defendant and had high motivation 
to blame others. Hanlon also denied reading the 42 month 
charter which Livas sent him for submission on the 
Aquario’s refinancing. His denials raised a jury question. 

(zr) We also concede the sufficiency of the evidence to 
raise a jury question on the Tekton and Tropis loans 
(Counts 51, 56, and 57). Patrick Martin, NBN A’s attorney 
on the Tekton and Tropis loans, said that Hanlon told lim 
that Seufalos was the borrower. Hanlon knew Tidal was 
the borrower. Further, in September 1970, stock in the 
subsidiaries which borrowed to purchase the Tekton and 
Tropis was transferred te Galaxy, another Tidal subsidiary. 
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1 


The stockbook was in Hanlon’s office. It contained a receipt 


from Galaxy signed by Hanlon’s seeretary, Anna Diaz 

if the jury believed Martin, then it could find 
Hanlon guilty. Moreover, if the\jury believed that Hanion 
knew of the transfer of stock to Galaxy in September 1970, 
and remembered it in December 1971, then its conviction of 
Hanlon is supportable. But, even at best from the prosecu- 
tion’s view, a meaningful jury issue existed to be decided 
after a fair summation and a balanced charge. 


The evidence of knowledge was slim at best. 
2 false statement charges, only 6 were supported by evi- 
dence sufficient to raise a jury question, and even then only 
dants. For the reasons given, we believe 
ing aecurately reflects the ey lence: 
The evidence was insufficient against Katritsis on all 


7 counts in which he was named. 


(b) The evidence was insufficient against Naslas on all 


6 of the false statement counts in which he was named. 


(ec) The evidence against Hanlon was insufficient on 6 
of the 13 counts in which he was named. Counts 75 and 
76 barely raised a jury question. Only Counts 51, 56, 57, 67, 
and 68, which involved the Aquario and the Tekton/Tropis 
loans, were supported by more than a bare minimum of 
proof. 

In these circumstances, the application of the concurreat 
sentence doctrine must be questioned. See, United States 
v. Barash, 365 F.2d 395 (2d Cir. 1966). Beyond that issue, 
and at the very least, the paucity of evidence against these 
defendants, caught as they were in a massive web of 
undenied fraud by others, required that both the prosecu- 
tion and the trial court approach the issue of individual 
guilty knowledge with utmost care. 

We believe neither did so. The prosecution’s summation 
was distorted, it argued facts the prosecution knew to be 
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false, and it pressed untenable inferences which lacked 
factual predicate. It simply requested the jury to convict 
for negligence. Unfortunately, the court’s instructions on 


knowledge invited the same impermissible verdict. 


POINT II 


The Court’s incorrect charge with respect to 
knowledge permitted the jury to convict the 
defendants upon a finding of negligent conduct. 


This trial was one in which a clear, fair, and uncon- 
fusing jury instruction on the issue of knowledge was 
essential. Furthermore, the magnitude and complexity of 
the transactions alleged made the need for such instruc- 
tion especially vital. The situation here was quite 
similar to that in United States v. Borelli, 336 F.2d 376 
(2d Cir. 1964), where Judge Friendly held that the complex 
circumstances in that case “required a more carefully 
defined submission to the jury” on the law of conspiracy 
as applied to the facts of that case, 336 F.2d at 380, and, in 
this connection, that detailed instruction must be given 
whenever “necessary to protect a defendant trom over- 
extension of a legal doctrine.” 336 F.2d at 381. 

However, far from presenting the knowledge issue fairly 


to the jury, the court’s instruction, taken as a whole, had 


the effect of permitting the jury to convict these defendants 


upon a finding that they acted negligently in failing to 
ascertain the falsity of the statements in issue. This result 
followed largely from the court’s use of what has been 
commonly referred to as the “reckless disregard” charge, 
but which in this ease was not sufficiently balanced to pro- 
tect the defendants against a finding based on negligence. 

As a growing number of recent decisions of this Court 
reflect, the “reckless disregard” charge has been used with 
inereasing frequency in this cireuit in a wide variety of 
criminal cases. Such charges have been requested and been 
received in stolen check cases, United States v. Bright, 517 


28 


F.2d 584 (2d Cir. 1975), in nareoties cases, United States v. 
Joly, 493 F.2d 672 (2d Cir. 1974),* in false statement cases 
where sp:cilic fraudulent intent is not an element, United 


States v. Sarantous, 4535 F. 44 (2 *, 1972), and im 


fraud cases such as tls. 

Originally, the recklessness charge appeared in cases 
where intent rather than knowledge was the contested issue. 
See, United States v. Simon, 425 F.2d 796, 812 (2d Cir. 1969), 
cert, denied, 397 U.S. 1006 (1970)." Its extension into cases 


where knowledge rather than intent is the central issue 
ereated increasing problems. As this Court recent 


recognized, the use of the “reckless disregard” charge in- 


plies that something less than actual knowledge is suffic'ent 


to convict, and therefore tends effectively to lower the gov 


ernment’s burden of proof and to obscure the vital distine- 
tion between lability for ‘ligence and eriminal liah lity 
for fraud. See, United States v. Ge 
also, United 
>United Stai 


d States v. Brawer, 482 F.2d 117, 129 (2d Cir 


if a “reeklessness”’ 


must be serupulously careful to halanece the charge to ef 


ively avoid the possibility that the requirement of actual 


knowledge will be eroded and a defendant eonvieted for 
negligence. This Court has carefully serutinized such 
charges and in at least one instance has reversed for lack 


of the required sufficient balance. See, I nited States v. 


** In Simon, the defendants had actual knowledge of 1 
. } ] ] vledee ] 
istence 
The prosecuti 
defendants alread 


ommit a fraud 


vith which the audit 


fendants’ knowledge. 
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Bright, supra. And in another case, this Court has relied 
upon the absence of the words “reckless disregard” and the 
use of the more appropriate “deliberate disregard” lan- 
ruage as a basis for affirming a convicti iat might other- 
wise have been reversed. See, 
supra. 

In this case, the prosecution througho 
its summation argued that the defendants had actual know! 
edge. It nevertheless submitted, as is the growing prac 
in this district, a “reckless disregard” charge.* 
fense objected in writing to large portions ol 
tion’s charge, as the court instructed it 
Kx. 19), and submitted its own request 


defendants’ request read as follows: 


In deciding th 
actual knowledge of 
factor the cireumst: 
a lugh probal 
fictitious or 
eonusider whether the 
disregard of whether the statements made were false 
and with a conscious purpose avoiding the truth. 
If you find that such was the case, you may inter 
from those circumstances that th fendant had the 
knowlecge which the offenses charged require and 
you may convict him of the offenses charg in the 
Counts | have just enumerated unl vou find from 
ai! th- evidence that the defendant actually believed 
scatements made were 
may not he eon, 
statements if 
referred 


how reckiess 


in its summation, defense counsel has 
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lief was unreasonable 
uence if you find that 
L9ZY). 

This request was consistent with the decisions of this 
Court and may even have been more favorable to the prose- 
eution than was required in that it contained the words 
“reckless disregard” rather than the words “deliberate 
disregard” which the Gent ‘ase said Was more appro- 
priate. See also, United States v. Joly, supra. It was a bal- 
anced charge which presented the issue of knowledge fairly, 
assuming that a “reckless disregard” charge 
given. The court refused to give this instruction ai 
chose instead to incorporate the bulk of the prosecution’s 
requested instructions. And while the trial court said it 
would give the proseeution’s requested instructions only 
subject to excisions suggested by deferse counsel (A. 1405- 
1405) the charge as given did not excise all of those portions 
of the prosecution’s instructions on recklessness to which 
the defendants had objected 
The court instructed the 


as follows :* 


mu ablish bevond a rea- 


sonable doubt ie defendant whom you are 


atemment or rep to be 


Vedieal science 
ch you can go back 

Was lh one’s mind when 
he performed certain acts. Rarely ts direet pros 
available that one had knowledge of a fact or in- 
tended to bring about a result. Now and then a 
person inay commit himself in writing or make a 
statement in which he concedes that as of a certam 
time he had knowledge of the fact and that he acted 
with specifie intent to achieve a specific result. But 
of course, that is rare, and is the exception rather 
than the rule. 


*Paragraphs of the instruction are numbered for reference later 
in this POINT. 


‘clearly and cone! 


» act long after it rrenee, requent 


of individuals speak 1 rd itions mort 
than do their words. 
(4) One may ay 


louder than words 


(5) Aecordingly, 


lve may be est 
e1reullis i 
took place and the reason: 
therefrom. ‘This is referred ¢ 
denee and if believed, it 


(6) Guilty knowled ae cannot be established bu 
dé monstrating inadvertence, carelessness or other 
innocent reasons on the part of the defendant. This 
applies wherever in this charge reference is made to 
knowledge and willfulness. However, tt is not neces- 
sary that the government prove to a certainty that a 
de he ndant u hom you al cons di rig h new any given 


or facts. 


(7) The element of knowledae of a aiven fact 
mder this false statement o7 overvalued security 
charge maybe satisfied by proof that defendant 
acted with reckl disregard of what the truth was. 


unless he actually believed the contrary to be true 


li 


statement to 

certain security suc 

This is a matter which may lhe 

facts. Thus, if an individu 

on the same vessel at two d 

representations were made 

second loan which were inconsisten 

tions made in connection with the first loan and the 
representations made in connection with the seeond 
loan were established to have been false, you might 
infer that such an individual had knowledge of the 


econd representations or acted 
regard ot whether such representation 


the very least an 
regard of whether 


raul 


las or Iatritsis 


lacts were 


iu 


This charge, when read as a whole, 
quate to forecl he possibility that the jui 
for negligence and, indeed, was so unbalanced 1 


could only have concluded that negligence or gross negli- 


was sufficient to convict. It therefore failed to meet 
the standards set bv this Court witl pect to charges of 


this type. The charge, while using the term “reckless” 


six times in six consecutive paragraphs, referred only 


once to the fact that carelessness was not enough to convict. 


rence was within the context of 
ra. b) 


uired 


rust 
must be pro 
tainty,” and 


suffice to convict. 


le disregard” 
he prosecution’s favor that it 


s which were improper on what infer- 
could not be drawn. 
ould det 


jury could infer knowledge from the 


circumstance at a person was present at two separate 


loan transactions at which inconsistent representations 


were made, assuming that the see 


} 


false (para. 5). 


ond representation was 


This charge was demonstrably ineorreet 


beeause an inference of knowledge would be proper only 


if the defendant both knew of and 


remembered the first 
statement when the second statement was ma‘e. 


lrawn from inconsisten- 
could infer either knowl 
‘vard as to all defendants 
as something 

in- 

that 


as extreme lv 
issue in the 


fendants we entitled to have 


that issue presented fairly to the jury. The charge sub- 


mitted by the defense was balanced and objective and told 


the jury in unequivocal terms that mere negligence and 


even gross 1 

held. There 

that charge. 
Instead, 


POINT Ill 


The prosecution summation requ'res res.esal. It 


asserted as fact what it knew was untrue. It dis- 
torted other evidence. It called for conviction based 


on speculation and suspicion. 


A. Speculation and Testimony 


oo led 


of 


agreement and that as Tidal Marine’s attorney, 
James Hanlon was fully familiar with the existence 
and at least the basie terms of the Lue of credit 
agreement with Bank of America, and he knew very 
vell that the Bank would not loan $4,000,000 if it 


exceeded 75 percent of the | rchase price of the ship. 


In his rebuttal summation the prosecutor reiterated (A. 
L700) : 


Tue question you lave to ask yourselv¢ sis Whether 
this letter to Mr. Hanlon, Tida! Marine’s attorney, 
came just out of the ‘ ‘rit 
ing ' i with 

pursuant to a coniract, to a line ol credit agreement. 
didn’t know exactly what that line of credit agree- 
ment provided. 


The prosecutor also argued that Tidal asked for $4 mil- 


lion on the Trechon in order “to pay off Mr. Hanlon for liis 


services in perpetrating fraud In connection with 
Trechon| loan” (A. 1555) But there was no'evide 

Hanlon served to perpetrate fraud on the Trechon 
The $325,000 he received was for finding a $6.6 million ves- 


“} 
' 


sel and was equal to tha leneman Who, as a prosecu- 


tion witness, testified to the fairness of the finder’s fee. 
Again, the prosecutor invited the jury to g without 
evidence. 

Speculation also was called for with regard to Hanlon’s 
knowledge of Livas’ representations to NBNA of a false 
purchase price for the !.ion, Harilion, Marilion, and Wyril- 
‘on. In this instance, Hanlon purportedly knew 
cause he was Tidal’s attorney. The prosecutor argued 
(A. 1562): 


[ think the question you have to ask yourselves is 
whether it is possible—is it conceivable that Mr. 
Hanlon did not know what the purchase price of 
these ships was when that was exactly what this loan 
was about. 

Also ask yourselves whether in light of the fact 
that Mr. Hanlon dealt with the bank’s lawyers every- 
day, whether it is possible, whether it is conceivable 


a] 
eat 


chase pi 


The argument was blatantly improper. 
representation appeared on none of the 
There was no testimony from the bank’s attorneys or any- 
one else that it had been mentioned to Hanlon. ‘There was 
just no evidence to siipport the prosecutor's claim. 
This was not the only eall for speculation on this par- 
ticular loan. Thus, in October 1970, at Blonsky’s request, 
Hanlon formed a Tidal subsidiary with the aame Unimar 
Seetransport GMBH. The Ilion charter in January 1971 
was with Unimar Seetransport GMBH (A. 1371). With 


no evidence to support him, the prosecutor argued (A. 1o64- 


1569) : 


Unimar Seetrans- 


Was O1 Chie 

tion whicl ad just formed for Tidal 
wo months earlier. 

Fleming: I object to that statement. 


‘uled. 


The onweetion Is over! 


‘he fact Is, and 
tnat Mr. Hanlon ws 
snot on eharter to U1 


! 1] 


rian siiel 


“Clear” from what evidence seems an obvious question. 


There likewise was no evidence that Hanlon knew 
of the Seufalos sham in connection with the six ship loan on 
August 11, 1971 at NBNA. Nevertheless, the presecution 
urged the jury to make just such a finding. Its first argu- 
IIa: un by his position as Tidal Marine’s 


Lt 


ment was that 
attorney must have known of the representation (A. 1570- 


1571). 
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[I]t is rather curious that Mel Tublin, the bank's 
attorney, thought that Scufalos was the borrower. 
The Loan Committee thought Seufalos was the bor- 
rewer. ‘The loan oificers of t Ship Loan Depart- 
ment thought Scufalos was the borrower and only 
James Hanlon, only the attorney representing the 
horrower, was kept in the dark as to the purported 
purpose of this loan. 

Indeed, Mark Secufalos actually guaranteed the 
loan and no one from Tidal Marine was even at the 
closing. 

The fact is, that Mr. Hanlon billed $9,000, that is 
ninety hours, for work performed in connection with 
the closing of this loan. 

He signed the loan agreement. Le had discussions 
with bank attorneys in connection with this lvan. 

Is there really any possibility at all that in all this 
time Mr. Hanlon did not become aware that the 
Bank was treating this loan as a Scufalos trans- 
action? 


The bank’s attorneys, its loa: committee, and the 
ship loan officers thought Scufalos was the borrower o1 ly 
because each had seen copies of the bank’s internal and 
private loan fact sheet, which stated that Seufalos was the 


borrower. The fact sheet was not given to Hanlon however 


and indeed was unavailable to him. The bank’s attorney 
testified that he did not tell Hanlon that the bank under- 
stood Seufalos to be the borrower on the loan (A. 679). 


Scufalos, the prosecution witness, said the same (A. 530). 
Amanatides also guaranteed the loan (A. 673). The pros- 

utor’s claim that Hanlon might have been told by an~ of 
these people was grossly improper. It was flatly contrary 
to the evidence which the prosecutor himself adduced at 
trial. 

The prosecutor also urged that Amanatides must have 
told Hanlon of the Senfalos sham in any event. There was 
no such evidence. The argumeit was rank speculation (\. 
1572): 

If Harry Amanatides had not fully informed 
James Hanlon of the fraud that was being perpe- 
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trated, it would have been absolutely inevitable that 
Mr. Hanlon would have disc] 
ney ( t} r delibe rate ly F 6CC ( any that 


ul 


’ he 
thought he was representing Tidal Marine in connee- 


; ] } f "el \I } 
tion witi lls Oah aid i al wa Pil 


real borrower. 
Of eourse, such a diselosure would | 
the entire scheme and the entire fraud wo 


collapsed right at i start. Ii was es 
course, thi ie scheme, that Mr. Hanlon appeared to 
he Mr. se falos’ attornes in this loan transa 


Mr. Amat ‘ould mot take the risk th: 
H{anlon, as i 


LLicey LLal\ ¢ 


representing Tidal Marine. 
Noithe 


r could Ameanatides 
Hanlon, if he had not already been corrupted, wv 
find out that the Bank viewed 


1 the loan as a Scutalos 


transaction, and have blown the whistle on the whole 


ik you can see that the fact is that Mr. Hanlon 


kne exactly what was going on in connection with 


the fraud that was being committed. 


The prosecutor made the same argument 
summation (A. 1704): 


Again ask yourselves if Mr 
ef this fraud, how could Mr. Amanatides allow him, 
Mr. Hanlon to go into that Bank thinking he was 
Tidal Marine's .ttorney when the Bank thought he 
was representing Scufalos without risking the whole 

fraud being uncovered 
The prosecutor similarly urged that Watritsis knew 


the Tekton and Tropis charters were false because Katrit- 


sis had signed for Tidal on the unrelated charters pre- 
sented on the August 1971 six ship loan ‘A, 1588). 


charters were proved to be false. 


Those 
But there was no evi- 


dence that Katritsis knew this. Delfos, an immunized 


prosecution witness, testified that she typed the charters 
for the six ships at Blonsky’s direction. She did not in- 
eriminate WNatritsis (A. 825-86). And Count 36, which 


eoncerned the six ship loan, did not name Katritsis as a 


<1 


defendant, as would have been required if Katritsis know- 
ingly signed false charters for that loan. 

The argument on the Tekton and Tropis was pure sub- 
terfuge or worse, since the prosecution, which investi- 
gated the case, brought the indictment, and immunized 
Delfos, obviously knew that Katritsis was an innocent sig- 
natory of the earlier charters. If meant to imply that 
Katritsis was guilty on the six ship loan, this argument was 
a falsehood. If otherwise, as we would hope, then it was 
meaningless, since Watritsis’ innocent signing of prior 
charters could prove nothing about his knowledge of the 
later Tekton and Tropis charters. 

The argument of Naslas’ knowledge on the Aris char- 
ter was a classic of speculation without proof (A. 1595): 


[Y Jou have to keep in mind that Mr. Naslas oper 
ated the ships. The charter was the most important 
aspect of their operation. The charters on the saips 
was the most important aspect of Tidal Marine. 


I submit to you that it is inconceivable that M 
Naslas would not have been interested in the most 
essential term, that is the length of the charter, Tidal 
Marine was entering into, and that Harry Amana- 
tides would not have discussed this new five-year 
charter, something that must have been of consid 
erable value to Tidal Marine, given the depressed 
market. 

I suggest to you it is inconceivable that that was 
not discussed with Mr. Naslas and he was not fully 
aware of the five-year charter, the forged five-year 
charter that they had been representing was entered 
into. 


There was no evidence at all that Naslas was in charge 
of the operation of the Aris. There was no evidence that 
Amanatides discussed its charter with Naslas, as the prose- 
eutor asked the jury to find. 

Impropriety was not limited to the false statement counts. 
On the bribery counts, Shevlin'’s testimony was really the 


Nac 


only evidence against The prosecutor sought to en- 


hance Shevlin’s credibility with an argument which was 


1 also improper in one 


Naslas. 


As vou heard, he ens aw: ne senten 
and you can 


sentlelc- 


ing judge, Judge jured 


testimony. 


The prosecutor who mad 
in the grand jury investig 
a target. [He knew 
be brought to ntencing court’ 


present when just s a written representation 


ais 
to Shevlin’s counsel before li ver linplicated Naslas 


(A. 1590, 1729). It was misleading if not untruthful f 


Lli tor tlie 


very same prosecutor to urge that Shevlin “had no int 


in incriminating and impleati 
It was even worse for the prosecutor 


Shevlin “does not expect the sentencing 


} 


jack, to reward him for pe rjured testimony, 


improperly implied that Shevlin would 


before the trial judge, and in fact insinuated that the trial 


judge believed him. At the very least, the statement im- 


properly introduced the tria ‘s of eredi- 
bility and for that reason alo 


The prosecutor also argued, as further examples of im- 


propriety, that Katritsis must have known of falsity be- 


cause he was Amanatides’ “confidant” (A. 1414, 1454), that 


he onlv reason Hanlon would have formed a particular 


company, at Blonsky’s request, was to supply false docu- 


ments (A. 1425), and that “it must be clear” that corpora- 


tions were formed to support fraudulent representations 


(A. 1429). 
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B. Facts Known To Be False 


The first argument of false facts by the prosecutor was 
crucial to the question of guilt 11 of Ilanion on 


the Tekton/Tropis loan. On that loan the actual BP charters 


for a term of thliree 


he recalle? BP had given ju 
King and Ionie Queen in Decem 
the Tekton/Tropis loan (A, 1526). 

Hanlon was the last witness at triai. Over the weekend, 
defense counsel contacted counsel for BP and confirmed 
that BP in fact had extended its charters on the Tonie King 
and Tonic Queen from three to five vears (A. 1893-96). On 
Monday, inmediately prior to closing arguments, the prose- 
cution admitted that a BP representative had confirmed 

of addenda extending Tidal Marine’s charters 

King and lonic Queen from three to five vears 

It refused however to stipulate to the valid 

ty of those addenda.* Against this background, the prose- 
cutor went right ahead and argued in summation (A. 1705- 


1706): 


Tekton. It 

Mr. Fleming’s main argument, and per- 

haps the only argument here, is that somehow Mr. 
Hanlon thought that in some instances Tidal Marine 
ships had been extended from { i 


three yenrs » TIVE 


vears charters, mentioning the 
lonie Ques n. 


I suggest to von that the only 


suger 
Mr. Hanlon’s rather vague tes 


when the witness, Maeke1 

in charge of chs 
witness and 
Pollack ha 

] 


» defense had done 


aske 
and lonie Queen we 
hve ° ar cnart 
tion to him. 
Mr. 


‘absolut y 


obtaining a five yet ‘hart n a declining 


} 


ping mari \ ly i l iemploved, 
reiu 


wtal 


ito long term charter agreements 


This consistent and pervasive misconduct was capped 
when the prosecutor dealt with Naslas’ testimony that he 
had delivered Christmas photographs to Shevlin and Metz 
ger in late Deceml 1971 or earl 72, and that Amana 
tides shortly thereafter had told him, with raucous laughter, 
that Naslas would n Te heres Shevlin anymore be- 
eause the envelope containing the Christmas photographs 
also contained $10,600 each for S in and Metzger (A 


1205). Phi prosecution argued, In a statement which he 


knew he false (A. 1689): 


T sub to you that his [Naslas’] story, his 
stimony ¢ it delivering the envelopes of cash to 
hank fticers, and being told a second or two 
contained $10,000 in eash, is a 

vented and developed for no 

other reason than to meet the proof against him 
which he had a full opportunity to listen to prior to 


his testimony (Emphasis added) 


The argument that Naslas had fabricated his testimony 
to meet the proof “which he had a full opportunity to listen 
to prior to his testimoryv” was false to the prosecution’s 
knowledge. Naslas had said the very same thing in the 
presence of the same prosecutor on October 3, 1975 during 


f 


a voluntary interview few days before She vlin’s lawyer 
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made Shevlin’s deal and before Shevlin ever had ineri- 
minated Naslas (A. 1724-27, 1734-36). The can be no 
doubt about the prosecution's ‘oll Notes of the 
October 3 Naslas interviev riven to the defense 
shortly bef the trial and were indeed the subject of lit 
gation during the trial and before si.nmation. This mis 
statement of a known fact went beyond the bribery charges. 
It labeled Naslas a recent fabricator, a liar, and therefore 
impacted Naslas’ credibility on the false statement counts 
as well. 
By arguing facts which li 

were prejudicial to 
guilty of miseconduet whic 


Univer 


370 U.S. 950 (1962). 


POINT IV 


Evidence of bribery was barred by collateral estop- 


pel. The trial of the bribery counts was marred by 


error in any event. 


} 


Shevlin, the corrupt NBNA loan officer, said that Amana 
himself 


tides and Naslas had paid bribes to Metzger and 


between December 24, 1971 and late March 1972. His testi- 


mony is summarized at pp. 


fully at A. 914-1064. 


A. Collateral Estoppel 


Amanatides, Naslas, 
vere named in the same 
pleaded not guilty. Ile wa 
April 9, 1976, two months prio 
pleaded guilty and testified against 
mony at the Metzger trial was 
against Naslas at Naslas’ tri 
guilty on all counts of the bribery intor 
Principles of collateral estoppel apply in ertuinal cases. 
Ashe v. Swenson, 397 U.S. 436 (1969); Se alfon v. United 


a complete and 


entire testimony i 


testified to an ag 
Metzger ft 


loans, to be received in installments over a period of time. 


she 


reement amor artalis, ! vlin, and 
$70,000 cael ion with future 


vlin further testified that Metzger was present at four 
of the five alleged payments, including both of the 


when Naslas alleged), 


occasion: 


paid $10,000 to Metzger and himself 
ach other's presence Given these circumstances, it 


LS 


Way not have 
reseinbian to the 


tically framed 


lox trine 


It cannot hye 
ften and so 


in debt. 


Secal 


S ‘pra; B 
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mony 


tional a 


The pros 


Error on the Trial of the Bribery Counts 


B. 
Cross-Examination of Shevlin 


the witness on briber 


NBNA conduete 


ed examination on 


n the grand jury, to 


ou asked this ques 


e this answer” (A, 456). 


examined for one hour on the after- 
el turned 


aL / yr? hele ly ( 


I \ siatement to NBN \’s counsel. 
There followed a 


(A. 992 


procedure 


ised as 


| ‘ularh Og ince the pros 
etimonvy. It was iL nis ! \ ep 


' he t, and since 
ecution had provi ie Q) 


indeed the 


hefore summation 


51 


On summation, the prosecutor argued the exact opposite 
of what he kiew to be the truth. 

The prosecutor’s knowing misstatement constituted a 
gross impropriety. Further, as we have already noted, his 
unwarranted statement in effect called Naslas a ha nd 
therefore cast doubt on Naslas’ credibility on the ialse 
statement and fraud counts, as well as on the bribery 
counts. This misrepresentation required a mistrial at the 
time (A. 1716-37), und requires reversal of at least the 


br:’ ery counts now. 


3. 


Instructions 
The instructions on knowledge, as we have argued, supra, . 

pp. 27-35; POINT II, supra. opened the possibility that 

Naslas was convicted of aiding and abetting bribery on a 

theory of recklessness. Naslas admitted cashing two 

$20,000 checks at Amanatides’ direction on January 6 and 

98, 1972. The instructions on knowledge allowed the jury 

to find that Naslas should have known the two checks were 

for an improper purpose, and therefore was guilty of 


aiding and abetting Amanatides by recklessly providing 


him with cash which Amanatides then gave to Shevlin. 


* . * 7 


For any one of these reasons, Naslas’ bribery convictions 
should be reversed. By reason of collateral estoppel, those 
counts should be dismissed. Because of prejudicial spill- 
over, reversal of the bribery convictions should also require 


a new trial of the false statement and fraud counts. 


POINT V 


Other error added to the unfairness of the tria!. 


I. The attorney Flemming said Hanlon told him orally 
that the Aquario’s charter was 42 months. This was the 
only testimony refuting Hanlon’s testimony that he had 
not read the raised Aquario charter when he received it 
for delivery to NBNA. In a civil deposition where Flem- ] 
ming was a defendant he was asked if he had “undertaken 


an investigation” of the Aquario charter when he repre- 
sented NBNA i the Aquario refinancing. In response to 
this broad question, F)nming, charged with civil frand 


swore: “We obtained certain documentation respecting the 


charter, yes.” (A. 457). Flemming did not mention any 


conversation with Hanlon during which Hanlon, as Tidal’s 
attorney, orally advised that the charter was 42 months. 

When Flemming was confronted with this obvious incen- 
sistency on a key point, the trial court interrupted almost 
sua sponte, and gave his opinion that the deposition testi- 
mony was not inconsistent because the deposition question 
did not expressly cal! for conversations with Hanlon or 
aiyone (A, 457-58). The court was wrong and its mis- 
characterizatior. was prejudicial. The deposition question 
was clearly designed to elicit any and all information that 
iiemming had as a result of his investigation of the 
Aquario charter. The court’s mischaracter:zation also 
again tnplied that defense counsel was engaged in 
improper conduct designed to mislead the jury. Moreover, 
since defense counsel was not «llowed to speak. the jury 
heard only one side of the issue, and that was the judge’s 
side. 

II. Naslas testified that he resigned from Tidal in No- 
vember 1971 when he learned that Livas was to become 
Tidal’s chairman. Naslas also testified that he had often 


told Amanatides he would have nothing to do with Tidal if 
Livas took a position of authority. This attitude towards 
Livas, the undisputed principal architect of the fraud, 
tended to show an innocent state of mind on Naslas’ part at 
the time certain alleged offenses were committed, or at least 
the jury could have found. Moreover, as the trial judge 
charged, a defendant's trial testimony can be viewed as 
motivated by self-interest (A. 1820). Naslas therefore was 
entitled to corroborate his testimony of innocence, and to 
bolster his credibility, with ail proper evidence. 

Naslas’ letter of resignation was offered as evidence for 
precisely this reason. The trial court excluded the letter 


however, except for the words “I wish to offer my resigna- 
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tion” (A. 1187-89, 1959). The letter should not have been 
excluded. It corroborated Naslas’ trial testimony as to his 
reason for resigning, and therefore bolstered his general 
credibility as a witness. It constituted also a contemporary 
statement evidencing an innocent state of mind, made 
before any criminal investigation had begun, and therefore 
before there existed the ordinary motive to misrepresent. 

The weight to be accorded the letter, if any, was a matter 
for the jury. United States v. Matot, 146 F.2d 197 (2d 
“ir. 1944). But it should not have been exeluded. The 
decisions in this Cireuit clearly indicate that a defendsut 
should be given full leeway to present any evidence which 
might bear upon the issue of his state of mind, and that the 
ireil court should err, if at all, on the side of the admis- 
sibility. As Judge Hand said in the JMatot case, 146 
F.2d at 198-99: 


The prosecution secks to defend the exelusio: 
the theory that the testimony would have been 
serving,” and that it was not part of the “res ge 
What else but “self-serving” the testimony o 
accused person on his direct examination is likely 
be, we find it difficult to understand; and as for “res 
gestae,” it is a phrase which has been accountable for 
so much confusion that it had best be denicd any 
place whatever in legal terminology; if it means any- 
thing but an unwillingness to think at all, what it 
covers cannot be put in less intelligible terms. <Al- 
though Matot’s testimony was the only direct evi- 


dence upon his intent, it was not fair to confine him 
to a bare denial—never impressive in the mouth of 
the accused. He was entitled to corroborate that 
denial by »ny conduct which confirmed it. 

- * * 


The exclusion of evidence, which does not too mueh 


entangle the issues and confuse the jury, merely be- 


cause of its logical remoteness from the issue, Is 
always a hazard, and is usually undesirable. It is 
always hard to say what reasonable people may mn 
logically material, and all doubts should be resolved 
in favor of admission, unless some definite rule, lik 
that against hearsay makes that impossible. While 


o4 


in a clearer cast e might disregard the error, it 


os any . ] « > . ) 7 
seems to us, so doubtful are we of the accused's gu 


that Matot should have been allowed whatever ad 
vantage the testimony might have given him. 


If this Court reads Naslas’ letter in full (A. 1955-59; Iexh. 
Ts we believe the prejudice of its exclusion will be ap- 
parent. 


III. The court allowed cross-examination of Hanlon on 
trips to Greece alter the investigation began but before in- 
dictment. Hanlon was still Amanatides’ attorney during 
that time. Evidence of the trips had no probative value, 
yet the prosecutor used them to insinuate continuing im- 
propriety on Hanlon’s part (A. 1440). Hanlon’s association 
with Amanatides was conceded. His current relationship, 
absent evidence of wrongdoing, had no probative value. 

Hanlon’s defense was that, not withstanding his close 
association with Amanatides, he had no knowledge of the 
frauds being perpetrated at Tidal by Amanatides and 
others. Evidenee of Hanlon’s present association with 
Amanatides cast no light upon his knowledge at an earlier 
period of time and could have only created in the jury’s 
mind the impression that since Hanlon had not abandoned 
his relationship with Amanatides upon his discovery of the 
fraud, he was guilty of the crimes charged. But this is a 
totally improper inference and the evidence should have 
been exeluded, especially since, as noted and as not really 
disputed, the attorney-client relationship between Hanlon 
and Amanatides continued long after the investigation 
began. 

These errors, while perhaps not reversible in isolation, 
contributed as a whole, and together with the more major 
points previously briefed, to a trial which was unfair and 


requires reversal. 


Conclusion 


Fraud and false statement counts 10, 18, 22, 36, 62, and 


63 as to all defendants, and 51, 56, 57, 58, 59, 65, 66, and 76 


as to Katritsis and Naslas, and all of the bribery counts 


should be dismissed. A new trial should he ordered on 
fraud and false statement counts 51, 56, 57, 67, 68, 75 and 
76 as to Hanlon. Appropriate directions on recklessness 


instructions should issue. 


Dated: New York, New York 
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